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County Economy Softensin May,
| ndicator s Point To Slower Future Growth

The Fairfax County Coincident I ndex,
which represents the current state of the County’s
economy, declined to 126.0in May, down 0.84 per-
cent fromitsApril level. Thisdecreasefollowsgans
inMarchand April. For theyear’ sfirst fivemonths
the Index has been down twice and has achieved
an overdl increase of 3.5 percent. The Index’s
longer-term trend remains strongly positivewith its
12-month gain totaling 4.4 percent. Even with its
decline in May, the Index’s current vaue is well
abovethe historic growth path. In May, two of the
Index’s four components were negative.

Total employment decreased dightly in May
after recording five monthly gains; and,

Transient occupancy tax collections, adjusted
for inflation and seasonal variation, declined
sharply after registering a moderate increase
in April; while

Sdlestax collections, adjusted for inflation and
seasonal variation, were up marginaly after
decliningin April; and,

Consumer confidencewasup off-setting itsloss
inApril.

The Fairfax County Leading Index,
which is designed to forecast the performance of
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the County’ s economy nine to 12 months in ad-
vance, decreased to 106.2 in May, a decline of
0.47 percent. This was the Index’s second de-
cline in as many months and fourth loss over the
year's first five months. This downward trend,
dating from the beginning of the year, has brought
the Index’ s current value down below the historic
growth trend and its value in May was less than
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the Index’ s average over the past 12 months. In
May, the performance of three of the Index’ sfive
components contributed to its decline.

Initial claims for unemployment insurance
increased (worsened) in May regigering ther
largest one-month increase since June 1999;

Residentid building permits declined for the
second consecutive month and for the fourth
timein the lag five months, and,

The totdl value of residential building permits
decreased for the third month in a row;
however,

New automobile registrationsincreased dightly
following their moderate declinein April; and,

Consumer expectations increased for the sec-
ond month in arow following its two monthly
decreases in February and March.

Fairfax County’ seconomicindicatorswere
dightly weeker inMay thanin April, extending adow-
ing trend in the economy that began to emerge

a the beginning of the year. This dow softening of
the County economy should not be misinterpreted,
as its overdl growth trend remains strong and its
decderation is only bringing the economy back to
its historic growth trend. The County’s economic
outlook appears to be more of the same; that is,
stable growth with some deceleration possible over
the second haf or beginning of next year.

CURRENT CONDITIONS
The Fairfax County economy continues to

grow a ardatively steady rate. Thisgrowth pathis
evident in the Coincident Index’ s trend line that has
moved steadily higher sncemid-1996. Onamonthly
over-the-year basis, changes in the Coincident In-
dex have been remarkably smilar from one month
to the next. Underpinning this stability has been the
expansion of loca economic capacity as evidenced
by continuing job growth. Consumer spending pro-
vides the other mgjor measure of the economy’s

Srength.
The County’s job base totaled 527,003

inMay, anincrease of 24,980 jobsfrom May 1999,
for again of 4.4 percent. Over the same period,
the Washington metropolitan area added 77,900
new jobs; Fairfax County’ sjob growth accounted
for 32 percent of the area’s new jobs. Just as for
the Washington area, Fairfax County’ sjob growth
has dowed dightly each month since the begin-
ning of the year.

Stll, May’ sjob growth isconsidered strong
and it continues to strain the County’ slabor market.
Unemployment in May was 1.4 percent, down from
1.6 percent ayear ago. And, whileinitia damsfor
unemployment insurance rose 26 percent in May on
a seasonally adjusted basis, this increase only
represented an absolute gain of 80 new applicants
for unemployment insurance. With the labor market
sotight for so long, care must be taken in eva uating
changes, epecidly percent changes, asthe basefor
cd culaing these changes hasbecomerdatively smadll
and, asareault, canlead to falseinterpretations. Job
growth in Fairfax County continues to point to a
strong economy athough the growth rate appears
to be dowing dightly on amonth-over-month basis.
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Consumer spending in the County, as
measured by sales tax revenues, was up just
0.4 percent on a seasondlly adjusted constant dollar
basisfrom April to May and was 4.1 percent higher
than in May 1999. Consumer confidence (in the
present) and consumer expectations (confidencesix
months hence) have amost regained their record
levels st a the end of 1999 and both are higher than
in May 1999. With continuing income growth and
strong consumer confidence, automobile sdes also
have grown. May’'sauto sdestopped sdlesin May
1999 by 25.6 percent and while there has been
monthly variation in sdesthisyear, the overdl trend
is pogtive.

Housing sales are the only area of con-
sumer spending that has definitely softened since
the beginning of theyear. With higher interest rates
impacting the housing industry, resdential building
permits, both their number and value, have been
declining. From April to May, permitswere down
gpproximately 18 percent and their value decreased
2 percent (seasonally adjusted). For theyear, these
two indicators were down 25 percent and 20 per-

cent, respectively.

80

NEAR-TERM OUTLOOK

It appears that the national economy is
dowing in response to the Federd Reserve Board's
1.75 percent point increasein interest rates ince last
June. Additiondly, the Nationd Leading Index has
begun to trend lower since February, pointing to
dower future economic growth at the nationd level
over the second haf of theyear. Thesesgnssuggest
that the Federal Reserve Board will not raise interest
ratesagain thisyear until a least after the Presidentid

eection.
This dowing at the nationd leve is being

mirrored to some degree in the Washington metro-
politan area and in Fairfax County. However, the
economy of the region and County are cushioned
from the full impact of dower nationa economic
growth. And, because the Fairfax County economy
has been subgtantialy outperforming theregiond and
national economies, it should be able to absorb a
dight dowing of activity without any lasting conse-
quences. Still, with the County’s Leading Index
trending down since the beginning of the year, the
performance of the County’s economic indicators
should be carefully watched in coming months.
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Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
May-00 Apr-00 May-99 Apr-00 May-99
Prelim. Final Final to to
May-00 May-00

Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 125.99 127.05 120.66 -0.84 441
Leading Index (1987 = 100) 106.18 106.69 105.86 -0.47 0.31

Fairfax County Coincident Index Components

Total Covered Employment (Seasonally Adjusted) 527,003 528,208 502,023 -0.23 4.98
Total Covered Employment (Unadjusted) 527,646 524,283 502,636 0.64 4.98
Transient Occupancy Tax ($'000='87, Smoothed, Seasonally Adjusted) 373 422 334 -11.50 11.77
Transient Occupancy Tax ($'000=Current, Smoothed Only) 543 573 474 -5.23 14.67
Sales Tax Receipts ($'000='87, Seasonally Adjusted) 8,032 7,997 7,712 0.43 4.14
Sales Tax Receipts ($'000=Current, Unadjusted) 10,625 10,395 9,786 2.21 8.57
South Atlantic Consumer Confidence 186 176 177 5.97 5.43

Fairfax County Leading Index Components

New Automobile Registrations (Seasonally Adjusted) 7,304 7,132 5,818 2.41 25.55
Automobile Registrations (Unadjusted) 8,063 7,012 6,422 14.99 25.55
Initial Unemployment Claims (Seasonally Adjusted) 620 493 547 25.86 13.37
Initial Unemployment Claims (Unadjusted) 568 488 501 16.39 13.37
South Atlantic Consumer Expectations 124.6 117.5 115.0 6.04 8.35
Residential Building Permits (Number of Units, Seasonally Adjusted) 334 410 448 -18.62 -25.42
Residential Building Permits (Number of Units, Unadjusted) 352 428 472 -17.76 -25.42
Residential Building Permit Value ($'000='87, Seasonally Adjusted) 29,604 30,244 36,968 -2.12 -19.92
Residential Building Permit Value ($=Current, Unadjusted) 47,142 49,793 57,379 -5.32 -17.84

Fairfax County Labor Force

Total Labor Force (Seasonally Adjusted) 554,551 557,257 546,396 -0.49 1.49
Total Labor Force (Unadjusted) 556,758 556,365 548,571 0.07 1.49
Unemployment Rate (Percent, Seasonally Adjusted) 1.39 1.50 1.61 -- --
Unemployment Rate (Percent, Unadjusted) 1.41 1.28 1.62 -- --

Notes: All components included in the indices are seasonally adjusted. In addition, those expressed in dollar value

(Building Permit Value, Transient Occupancy Tax, and Sales Tax) are expressed in constant 1987 dollars. Initial Claims are
inverted prior to inclusion in the Leading Index; that is, an increase in claims results in a decrease in the index and visa versa.
Because of its quarterly collection schedule, the Transient Occupancy Tax is smoothed. Unadjusted data (jtalics) and Fairfax
County Labor Force data are not included in either index, but are shown for informational purposes. All percent changes are

calculated from unrounded data.
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